Article 38.
Receivers.
Part 1. Receivers Generally.

§ 1-501. What judge appoints.

Any judge of the superior or district court with authority to grant restraining orders and
injunctions has like jurisdiction in appointing receivers, and all motions to show cause are
returnable as is provided for injunctions, except only a judge of the Superior Court Division has
jurisdiction to appoint receivers of corporations. Any resident judge of the Superior Court Division
or any nonresident judge of the Superior Court Division assigned to a district who appoints
receivers pursuant to the authority granted hereby while holding court in that district may, in his
discretion, retain jurisdiction and supervision of the original action, of the receivers appointed
therefor and of any other civil actions pending in the same district involving the receivers,
following his rotation out of the district. (C.C.P., s. 215; 1876-7, c. 223; 1879, c. 63; 1881, c. 51;
Code, s. 379; Rev,, s. 846; C.S., s. 859; 1971, c. 268, s. 31; 1979, c. 525, s. 13.)

§ 1-502. In what cases appointed.
A receiver may be appointed —

1) Before judgment, on the application of either party, when he establishes an
apparent right to property which is the subject of the action and in the
possession of an adverse party, and the property or its rents and profits are in
danger of being lost, or materially injured or impaired; except in cases where
judgment upon failure to answer may be had on application to the court.

2 After judgment, to carry the judgment into effect.

3) After judgment, to dispose of the property according to the judgment, or to
preserve it during the pendency of an appeal, or when an execution has been
returned unsatisfied, and the judgment debtor refuses to apply his property in
satisfaction of the judgment.

4) In cases provided in G.S. 1-507.1 and in like cases, of the property within this
State of foreign corporations.

(5) In cases wherein restitution is sought for violations of G.S. 75-1.1.

(6) In cases involving partition of real property, pursuant to G.S. 46-3.1.

The provisions of G.S. 1-507.1 through 1-507.11 are applicable, as near as may be, to receivers
appointed hereunder. (C.C.P., s. 215; 1876-7, c. 223; 1879, c. 63; 1881, c. 51; Code, s. 379; Rev.,
s. 847; C.S., s. 860; 1955, c. 1371, s. 3; 1973, c. 614, s. 3; 1981, c. 584, s. 2.)

8 1-502.1. Applicant for receiver to furnish bond to adverse party.

Before a judge may appoint a receiver, the judge shall require the party making application for
the appointment to furnish a bond payable to the adverse party in a form and amount approved by
the judge. The bond shall secure payment by the applicant of all damages, including reasonable
attorney fees, sustained by the adverse party by the appointment and acts of the receiver if the
appointment is vacated or otherwise set aside. The judge may require that the amount of bond be
increased for this purpose any time after the appointment of a receiver. (1983 (Reg. Sess., 1984),
€. 994,s.1)
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8 1-503. Appointment refused on bond being given.

In all cases where there is an application for the appointment of a receiver, upon the ground
that the property or its rents and profits are in danger of being lost, or materially injured or
impaired, or that a corporation defendant is insolvent or in imminent danger of insolvency, and the
subject of the action is the recovery of a money demand, the judge before whom the application is
made or pending shall have the discretionary power to refuse the appointment of a receiver if the
party against whom such relief is asked, whether a person, partnership or corporation, tenders to
the court an undertaking payable to the adverse party in an amount double the sum demanded by
the plaintiff, with at least two sufficient and duly justified sureties, conditioned for the payment of
such amount as may be recovered in the action, and summary judgment may be taken upon the
undertaking. In the progress of the action the court may in its discretion require additional sureties
on such undertaking. (1885, c. 94; Rev., s. 848; C.S., s. 861.)

§ 1-504. Receiver's bond.

A receiver appointed in an action or special proceeding must, before entering upon his duties,
execute and file with the clerk of the court in which the action is pending an undertaking payable
to the adverse party with at least two sufficient sureties in a penalty fixed by the judge making the
appointment, conditioned for the faithful discharge of his duties as receiver. And the judge having
jurisdiction thereof may at any time remove the receiver, or direct him to give a new undertaking,
with new sureties, and on the like condition. This section does not apply to a case where special
provision is made by law for the security to be given by a receiver, or for increasing the same, or
for removing a receiver. (Code, s. 383; Rev., s. 849; C.S., s. 862.)

8 1-505. Sale of property in hands of receiver.

In a case pending in the Superior Court Division in which a receiver has been appointed, the
resident superior court judge or a superior court judge regularly holding the courts of the district
shall have power and authority to order a sale of any property, real or personal, in the hands of a
receiver duly and regularly appointed. In a case pending in the District Court Division in which a
receiver has been appointed, the chief district judge or a district judge designated by the chief
district judge to hear motions and enter interlocutory orders shall have the power and authority to
order a sale of any property, real or personal, in the hands of a duly appointed receiver. Sales of
property authorized by this section shall be upon such terms as appear to be to the best interests of
the creditors affected by the receivership. The procedure for such sales shall be as provided in
Article 29A of Chapter 1 of the General Statutes. (1931, c. 123, s. 1; 1949, c. 719, s. 2; 1955, c.
399, s.1; 1971, c. 268, s. 32.)

8 1-506. Repealed by Session Laws 1955, c. 399, s. 2.

8 1-507. Validation of sales made outside county of action.

All receiver's sales made prior to March 16, 1931, where orders were made and confirmation
decreed or where either orders were made or confirmation decreed outside the county in which
said actions were pending by a resident judge or the judge assigned to hold the courts of the district
are hereby validated, ratified and confirmed. (1931, c. 123, s. 3.)
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Part 2. Receivers of Corporations.

8 1-507.1. Appointment and removal.

When a corporation becomes insolvent or suspends its ordinary business for want of funds, or
is in imminent danger of insolvency, or has forfeited its corporate right, or its corporate existence
has expired by limitation, a receiver may be appointed by the court under the same regulations that
are provided by law for the appointment of receivers in other cases; and the court may remove a
receiver or trustee and appoint another in his place, or fill any vacancy. Everything required to be
done by receivers or trustees is valid if performed by a majority of them. (Code, s. 668; 1901, c.
2,58. 73, 79; Rev., ss. 1219, 1223; C.S., s. 1208; 1955, c. 1371, s. 2.)

§ 1-507.2. Powers and bond.

The receiver has power and authority to —

1) Demand, sue for, collect, receive and take into his possession all the goods and
chattels, rights and credits, moneys and effects, lands and tenements, books,
papers, choses in action, bills, notes, and property of every description of the
corporation.

2 Foreclose mortgages, deeds of trust, and other liens executed to the corporation.

3) Institute suits for the recovery of any estate, property, damages, or demands
existing in favor of the corporation, and he shall, upon application by him, be
substituted as party plaintiff in the place of the corporation in any suit or
proceeding pending at the time of his appointment.

4) Sell, convey, and assign all of the said estate, rights, and interest.

(5) Appoint agents under him.

(6) Examine persons and papers, and pass on claims as elsewhere provided in this
part.

(7) Do all other acts which might be done by the corporation, if in being, that are
necessary for the final settlement of its unfinished business.

The powers of the receiver may be continued as long as the court thinks necessary, and the
receiver shall hold and dispose of the proceeds of all sales of property under the direction of the
court, and, before acting, must enter into such bond and comply with such terms as the court
prescribes. (Code, s. 668; 1901, c. 2, ss. 74, 84; Rev., ss. 1222, 1231; C.S., s. 1209; 1955, c. 1371,
s.2)

§ 1-507.3. Title and inventory.

All of the real and personal property of an insolvent corporation, wheresoever situated, and all
its franchises, rights, privileges and effects, upon the appointment of a receiver, forthwith vest in
him, and the corporation is divested of the title thereto. Within thirty days after his appointment
he shall lay before the court a full and complete inventory of all estate, property, and effects of the
corporation, its nature and probable value, and an account of all debts due from and to it, as nearly
as the same can be ascertained, and shall make a report of his proceedings to the superior court at
such times as the court may direct during the continuance of the trust. (1901, c. 2, ss. 75, 80; Rev.,
ss. 1224, 1225; C.S., s. 1210; 1945, c. 635; 1955, ¢. 1371, s. 2.)

8 1-507.4. Foreclosure by receivers and trustees of corporate mortgagees or grantees.
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Where real estate has been conveyed by mortgage deed, or deed of trust to any corporation in
this State authorized to accept such conveyance for the purpose of securing the notes or bonds of
the grantor, and such corporation thereafter shall be placed in the hands of a receiver or trustee
in properly instituted court proceedings, then such receiver or trustee under and pursuant to the
orders and the decrees of the said court or other court of competent jurisdiction may sell such real
property pursuant to the orders and the decrees of the said court or may foreclose and sell such
real property as provided in such mortgage deed, or deed of trust, pursuant to the orders and decrees
of such court.

All such sales shall be made as directed by the court in the cause in which said receiver is
appointed or the said trustee elected, and for the satisfaction and settlement of such notes and bonds
secured by such mortgage deed or deed of trust or in such other actions for the sales of the said
real property as the said receiver or trustee may institute and all pursuant to the orders and decrees
of the court having jurisdiction therein.

All sales of real property made prior to April 10, 1931 by such receiver or trustee of and
pursuant to the orders of the courts of competent jurisdiction in such cases, are hereby validated.
(1931, c. 265; 1955, c. 1371, s. 2.)

8 1-507.5. May send for persons and papers; penalty for refusing to answer.

The receiver has power to send for persons and papers, to examine any persons, including the
creditors, claimants, president, directors, and other officers and agents of the corporation, on oath
or affirmation (which oath or affirmation the receiver may administer), respecting its affairs and
transactions and its estate, money, goods, chattels, credits, notes, bills, choses in action, real and
personal estate and effects of every kind; and also respecting its debts, obligations, contracts, and
liabilities, and the claims against it; and if any person refuses to be sworn or affirmed, or to make
answers to such questions as may be put to him, or refuses to declare the whole truth touching the
subject matter of the examination, the court may, on report of the receiver, commit such person as
for contempt. (1901, c. 2, s. 78; Rev., s. 1227; C.S., s. 1211; 1955, c. 1371, s. 2.)

8 1-507.6. Proof of claims; time limit.

All claims against an insolvent corporation must be presented to the receiver in writing; and
the claimant, if required, shall submit himself to such examination in relation to the claim as the
receiver directs, and shall produce such books and papers relating to the claim as shall be required.
The receiver has power to examine under oath or affirmation all witnesses produced before him
touching the claim, and shall pass upon and allow or disallow the claims or any part thereof, and
notify the claimants of his determination. The court may limit the time within which creditors may
present and prove to the receiver their respective claims against the corporation, and may bar all
creditors and claimants failing to do so within the time limited from participating in the distribution
of the assets of the corporation. The court may also prescribe what notice, by publication or
otherwise, must be given to creditors of such limitation of time. (1901, c. 2, ss. 81, 82; Rev., ss.
1228, 1229; C.S., s. 1212; 1955, ¢. 1371, s. 2.)

8 1-507.7. Report on claims to court; exceptions and jury trial.

It is the duty of the receiver to report to the session of the superior court subsequent to a finding
by him as to any claim against the corporation, and exceptions thereto may be filed by any person
interested, within 10 days after notice of the finding by the receiver, and not later than within the
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first three days of the said term; and, if, on an exception so filed, a jury trial is demanded, it is the
duty of the court to prepare a proper issue and submit it to a jury; and if the demand is not made
in the exceptions to the report the right to a jury trial is waived. The judge may, in his discretion,
extend the time for filing such exceptions. Provided, that no court shall issue any order of
distribution or order of discharge of a receiver until said receiver has proved to the satisfaction of
the court that written notice has been mailed to the last known address of every claimant who has
properly filed claim with the receiver, to the effect that such orders will be applied for at a certain
time and place therein set forth and by producing a receipt issued by the United States post office,
showing that such notice has been mailed to each of such claimant's last known address at least 20
days prior to the time set for hearing and passing upon such application to the court for said orders
of distribution and/or discharge.

As to delinquency proceedings for insurance companies under Article 30 of General Statutes
Chapter 58, such prior notice need be given only to those claimants whose presented claims have
been denied or have not been adjudicated; and notice is satisfied by mailing either a general notice
of application for distribution showing disposition of the claims or a copy of the application to
such claimants. Proof of mailing with the United States Postal Service may be made by the
receiver's certificate of service without either the necessity of postal receipt or the listing of
individual claimants names and addresses. (1901, c. 2, s. 83; Rev., s. 1230; C.S., s. 1213; 1945, c.
219; 1955, ¢. 1371, s. 2; 1971, ¢. 381, 5. 12; 1985, c. 666, s. 70; 2003-221, s. 3.)

§ 1-507.8. Property sold pending litigation.

When the property of an insolvent corporation is at the time of the appointment of a receiver
encumbered with mortgages or other liens, the legality of which is brought in question, and the
property is of a character materially to deteriorate in value pending the litigation, the court may
order the receiver to sell the same, clear of encumbrance, at public or private sale, for the best price
that can be obtained, and pay the money into the court, there to remain subject to the same liens
and equities of all parties in interest as was the property before sale to be disposed of as the court
directs. And the receiver or receivers making such sale is hereby authorized and directed to report
to the resident judge of the district or to the judge holding the courts of the district in which the
property is sold, the said sale for confirmation, the said report to be made to the said judge in any
county in which he may be at the time; but before acting upon said report, the said receiver or
receivers shall publish in some newspaper published in the county or in some newspaper of general
circulation in the county, where there is no newspaper published in the county, a notice directed
to all creditors and persons interested in said property, that the said receiver will make application
to the judge (naming him) at a certain place and time for the confirmation of his said report, which
said notice shall be published at least 10 days before the time fixed therein for the said hearing.
And the said judge is authorized to act upon said report, either confirming it or rejecting the sale;
and if he rejects the sale it shall be competent for him to order a new sale and the said order shall
have the same force and effect as if made at a regular session of the superior court of the county
in which the property is situated. (1901, c. 2, s. 86; Rev., s. 1232; C.S., s. 1214; Ex. Sess. 1924, c.
13; 1955, c. 1371, s. 2; 1971, c. 381, s. 12.)

8 1-507.9. Compensation and expenses; counsel fees.
Before distribution of the assets of an insolvent corporation among the creditors or
stockholders, the court shall allow a reasonable compensation to the receiver for his services, not
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to exceed five percent upon receipts and disbursements, and the costs and expenses of
administration of his trust and of the proceedings in said court, to be first paid out of said assets.
The court is authorized and empowered to allow counsel fees to an attorney serving as a receiver
(in addition to the commissions allowed him as receiver as herein provided) where such attorney
in behalf of the receivership renders professional services, as an attorney, which are beyond the
ordinary routine of a receivership and of a type which would reasonably justify the retention of
legal counsel by any such receiver not himself licensed to practice law. (1901, c. 2, s. 88; Rev., s.
1226; C.S., s. 1215; 1955, c. 1371, s. 2; 1967, c. 32.)

8 1-507.10. Debts provided for, receiver discharged.

When a receiver has been appointed, and it afterwards appears that the debts of the corporation
have been paid, or provided for, and that there remains, or can be obtained by further contributions,
sufficient capital to enable it to resume its business, the court may, in its discretion, a proper case
being shown, discharge the receiver, and decree that the property, rights, and franchises of the
corporation revert to it, and thereafter the corporation may resume control of the same, as fully as
if the receiver had never been appointed. (1901, c. 2, s. 76; Rev., s. 1220; C.S., s. 1216; 1955, c.
1371,s.2.)

§ 1-507.11. Reorganization.

When a majority in interest of the stockholders of the corporation have agreed upon a plan for
its reorganization and a resumption by it of the management and control of its property and
business, the corporation may, with the consent of the court, upon the reconveyance to it of its
property and franchises, either by deed or decree of the court, mortgage the same for an amount
necessary for the purposes of the reorganization; and may issue bonds or other evidences of
indebtedness, or additional stock, or both, and use the same for the full or partial payment of the
creditors who will accept the same, or otherwise dispose of the same for the purposes of the
reorganization. (1901, c. 2, s. 77; Rev., s. 1221; C.S., s. 1217; 1955, ¢. 1371, s. 2.)
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